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International Travel in 1950

INTERNATIDN&L travel expenditures conatitnte a
relatively minor but growing item in the balance of interna-
tional payments of the Tnited States.  Thair full sipnificance
and impaet on the domestic and foraign economies carnot ha
mensiured by their dollar value alone. Such expenditures in
1450, incduding payments ta foreign sea and air carriars,
ancointed for about 7 percent of the total United States
purchoses of Torei gﬂ-u-g:I and sarvices. They may be said
to bave prid for sbout 8 percent of our agmﬂa\

Without foreign travel by Americans the foreign deficit
on gowds ond services in 1250 would bave been 40 porcent
hjg]ir, which indiaates the much larger marginal importance

this item in the belanes of intornationnel poymsnis.  Ibalso
is neteworthy that United States tourist! expenditures
abroad in 1050 were nbout equal in size to net direet invest-
mentz by American enterprises in their foreign branches and
subsidinties, or that they provided about half the amount of
dollars raquired by forcign countries to pay interest and
dividends on Amencen investments nbrond. )

The importance of United States tourist expenditures is,
howevar, sven greater for eertain foreign countries where
thess ox itures provide & large port of their actunl and

tential dollor eammings. Export of serviees as & source of
E)Dmign exchange earnings are particularly important for
those countries where cngitanl is relatively scarce and labor
relatively inexpensive and which find it relatively difficult,
therefore, $o compele with the mass production industries
af the larger and more industrially ndvanced countries, -

Travel expenditures up 7 percent in 1950

During 1950, notwithstonding $he risk to transstlontic
travel hmu%\t into the ugen by the Communist apgression
in the Far East, United States travel expenditures sbroad
werae about 7 percent higher thon duving 1049, (See tabla 1.)
The increase was almost entirely concentrotad in ovelssas
trovel; expenditures in the neighboring countries remained
nearly constant.  The rise in total travel expenditurss repre-
sopted o continuation of the trand existing sinee tha of
the wor which enrried these expenditures io & new bigh for
both the postwar and prewar period, probably even after

allowing far price changes.

" The rize in United States travel expenditures abroad from
1949 to 1950 was much amaller then during the precading
yeor, indicating that travel, although it was still held helow
the gurrent demand by limitations of tronsportation facili
ties, wns gradually approaching the volume which can be

cted nt current incomes. Congiderable differcnees sxist
in this respeet, however, betweon iravel expenditures in
different arens.

Expenditures rise in Europeun area

Travel axpenditures in Europe ond the Mediterranean area
rose from $185 million in 1843 to $225 million jg 1950, In
pddition, United States travelors paid to European ships and

lanes abouvy $87 million in 1949 and 5133 million in 1830
]i‘ha $40 mijllion rise in expenditurcs in that aren was smaller
than during the preceding year {sce table 1), but in both yaars
this rise nccounted for nearly all the incresse m total travel
expenditures shroad.
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In 1950, troyalers for the first time gpent more money in
Europe than in 1928, the previcus peak. Yet, the small
difference between the 2 years i less than can be accounted
for by the rise in prices, sa thot real expenditures stiil re-
mained below 1029, This is elso ndicated 1:% the fact that
the number of travelars was lem than ths 192 ‘i:ea.k.

Two major factora may nocount for this development,
Firat, there still appearad to be a limitation upon the capacity
of transport facilities Lo Europe during 1850, particularly of
ocean veasals, during the pank scason.

Chort ).—United States Citizens Departing for Europe
From All United States Forts
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In the absencge of this limitation the travel volume un-
doubtedly wouid have been hlﬁl'l.ﬁl‘. It is uncertein, hovwaver,
whather the number of travelers would hive exceeded the
1429 volume, becpuse of the declining long-term trend in the
anaual pumb
changes in pationnl income. This trend can be accounied
far by the decline of the foreign-born population in the United
States, which provides a large proportion of the travelers to
Ewope. Eveu in 1950 this group provided about 45 percent
of all trovelers to that nres ns ngoinat T percent in the total
populntion of this eountry.

Influence of special factors

During 1850 traval received & speciel booet aa a resuli of
the Holy Yeazr. Visitors to Itely increased by about 50,000
gver 1949, (Sea table 2.) A considerably more liberol policy
in 1950 in permitiing tourist travel in Westarn Garmany alas
brought o very large incresse in visitors to thai country.

The effects of the foreign currency develuntions connot be
avaluated on the basis of the availabla data, altheugh on tha
whole they meont lower prices for the travel dollar, In
i countries, however, devaliniions merely reduced the
cfficial exchange rnte to the previouely effective rata at
which {ourists could convery their curreney. quently
per diom sxpenditures, which ehould reflest lawer Iigam
not decline., Bt it is interesting that in the (Taited o,
whera tha devaluation wos grectar and more effective than in
many othat countries, averags dellar ggpandituraa per day did
mtl fall. Here tha iraveler recaived more for his dollor
outlay,

Mujor declines in per dism expenditures wers foumd only in
the case of the Natherlande, where the devaluation was equal
t that in the United Kingdom. In that country, the volume
of travel (nomber of people imes the aversge number of
days ﬁlpant. thara} incrensad sufficiently to leava the total
expenditures unchanged. In the one mejor tourist conntry
which did not devalue—Switzerland—total tourist expendi-
tures did not change either, although per diem expanditures
ingrensed mnsidernod!y. Apparently tEe incre ‘Ear diem
expenditures ware offeet by & shorter aversge length of stay
within the sountry.

Expenditures for European trip overage $1380

Avernga expenditures per trip for all countries remained
“ﬂchmﬁhed from 1949—at about 3770 excluding ocoan faras.
This atability is the result of an squal stebility both in the
Uverage time spent abroad {sbout 2 months} and in the
iverage dely expenditures of about $12.

er of travelers after the data are ndjusted for.

changes appear to have tnitan place.
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Within that stable average, however, several significont
i First, trovelers by sea
appear t0 havs inerensed their foreign expenditures elthough

Tobc 2—Nomber and Expenditures of United Statea Reskdenta
Traveling in Extrope and the Maditerrsnonn Aran 19491 and 1958,
Total and Scleated Conntrles
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the lonpth of their forelpn stay appears to hove remsined
the spme, whila travolerz by eir reducad their expenditures
cunsidem'l:»g+ 0&5% table 3.} Aversge fare pnyments by
air oleo daclined. Total expenditures, including fares of air
travelery, averaged sbout $1300 dollars in 1950, approwi-
mataly the sama 0s the avarnga for cabin closs psssengors.
In 1849 aver:lge plane travelers spent shoud 31400 per trip,
while cabin class iravelers apant $1233 per trip. @ of
the dacline in the expendituras of plana travelsrz waz dua to
the increased use of charter plones to oy omgonized groups
f people, such us studentz or pilgrime.

ToMo 3-=Eatimnved Lengih of Stay, Averagn Expenditiees, and

Round Trip Fara Paymenis of Citizens Troavelling to Europo and
tha Mediterransonn 1949 and 1950 by Claas of Accommodo-
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Changes in expenditure pattern

Within the group of travelers by ses certain chanpes in
the ex‘:cnditmﬂ pt::ittarn may ba observed, IWhﬂ:Jn;far :
expenditures per trip ramained approximately equal for ths
travelers using the mostand least exponeive ah?p accommoda-
tions, the expenditures of the travelers using the middls
) ations inereasad subataniially, although the aver-
age length of their trips wos al'gn,iﬂcrpntfy roduced,

Omns of the mojor fuctors responsible for thiz Tine in ex-
penditurea was the larger number of native-horn passen
using this clase of accommodation, compared to 1949,
avernge expenditures of thia proup ore considarsbly higher
#han those of foreign-born ﬂ]}wpla’ in spite of the fact that
their length of stay iz ususliy shorter. The much smaller
average expenditures of foreign-bomn sitizens mmg of whom
stay with their relatives also explain the ralatively low sx-
penditurea of third-class passengers, which include approxi-
- mately 80 percant fureign-born citizens as agninat 40 Percent
in the middle classes and 20 percent in the first class.

The larger expenditures of native-born citizens offsot
g:rrt] at least, the effect of tha declining trend in the ngm-

of travelers, caused chiefly by a reduction in the number

of foreign-born residents going ohroad. M there wers no
e in the number of native-born ritizens travelling
abroad, totnl expenditures would decline ralatively less than
the number of travelera, The expenditure tr could be
stabilized, however, if @ dacline of thres fareign-born re-
eidents were compensated by an increass of two notive-born.

. faw months com ndicate w

Mar 1895

The seasonal pattern of fotal trovel axpenditures in
Europe and the Mediterransan ares in 1950 appears to ba
the sama a4 duritg the previous year (ses takle §). The
seazonal rise during the second mnd third quarters resulta
hotb from higher numbar of 4ravelers end from higher duily
expenditures, The wery ! number of orgamzed inex-

naive toura to Italﬁ reduced the rise in the third guartsr,

weveT, b8 compared 1o last ﬁm - '

The political orisis during the middle of the year does not
appenr to have had & major effect om actual axpenditurss
dquring 1930, although the number of travelars leaving for
Eurspe showed an unusually sharp drop from June to July
1850 (see chart 2). This drop followed an unnsually sharp
rise during the preceding mouath, howaver, 3o that it cannot
necassarily be atiributed to the political developments ot
that time. :

The nwmber of depertures duripg the closing months of
tha year declinsd somewhat more in 1950 than in 1949, and
in fact fel! below that of the ing year, Only tha next
OB 13 ther this deoline reflects the
changed political cireumstanaes or whether it was merely dus
tv & greaier concentration of Wavel during the sommer
monthe focilitated by the inoreased transportation availablo.

Travel contributes large share of European
dollar earnings

The European countries benefitting most from TUnited
States ravel abroad are France, Italy, the United Kingdoem,
and Switzerdand. Both in 1948 snd in 1050 these countriss
accounted for about three-fourths of United States expendi-
tursg in this area. ¥or theae sountries earnings from United
States travelers (excluding fare panyments to vessals of thess
couniries) amousted te nearly one-fourth of their earnings
through raerchandise exports to the United Stato,

For Italy and Francs alons the dollar ineame from United
Stetes travelers amounts to nently one-half of their dollar
earnings from merchandize sules here. Although these ratios
are smaller than in 194% because merchanding exporta to
the Uhnited States incrensed sines then, they novertheless
indicate the importance of travel in the balanes of payments
of these countries with the United States.

Travel in nearby areas shows little change

Traval ditures in the nesrby nreae of Canndn,
Mexico and the Caribbean countries are influenced by some-
what different factors than expenditures in transatlantie
countnes.

Firat, travel to these countries was not so seriously inter-
rupted by World Wor 11 sz was oversen travel, Conse-
qm.*.ntl]r,iJ the pent-up demond waa emeller and jtures

connot be expected to rise so rapidly. Family relationships
play a mugip smallar role and t-ﬂ.dl te the nesrb m&s%s
much less exposed to the effect of political developmenis.

On the other band, border traffic and short-term visits
rapresent n substantinl portion of trovel in these countries.
It mighi be axpecmd,[ therefora, that travel in these countries
would he more closely related to econenic developments in
the United States than transatiantie ravel

Frior to the wor Uniied Staten travel expenditures in thesa
couniries waa rather clupemlg sorralated with disposobls per-
sonal incoms in the United States. After adjustments for

! in incomes, travel expanditures in thess sreas showed
& rising trend. * This trend was probably the result of the
exponsion of antomohile traffic to Canade and Maxico and
the growth of cruises to nnd facilities in the Caribbean nrea.

During the war, however, travel expenditures in thess
couniriea did not follow the rise in incomea for obrious res-
eong, such #a the shortage of gaavline and tires,
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From 1845 until 1949 expenditures roge again, approxi-
metely by the same amount for every billisn of additicnal
incorne 48 before the wor. The upward trend relative o in-
come, however, did not continue, ns the prewnr rate of -
crense in eutomobife traffia acroes the borders could not be
muintained. Neither wes the relative decline duriug the
war years made up. ) )

In 1950 the riss in travel sxpenditures in the hesrby coun-
tries wns only half of what would hove been expacted on tha
basis of the rise in disposable personal income, The rela-
tivoly smoll rise may have been a factor in the utiliza-
tion of the ndditionn] disposable income during 19560 for tha
purchase of dursble gooda. ditnres for eonsumer dur-
ables rose by about 23 percant, while disposable incoms in-
erensed by 8 percent. cresbional sarvice axpenditures in
the United States notunlly declined from 1948 to 1950 and so
did the rvernga utilization of avuilabla hatet ago,oe. %ppn.r-
ently United Stotes trave]l both in sod cutside the United
States did not expand aignificantly.

Chart 2.—Travel Expenditures in Forcign Countrios by
Residents of the United States: Percemtage Distribu=
tion by Arcas ! .
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desira of foreigners to visit this country. ‘The rize in forei
travel axl:_lencﬁtm-es in the United States was pnrtictﬂiﬁ;
gharp until 1947 when the trovel eenters in Europe hod nok
yeb recovered from the ra of the war. In 1943 foreign
iravel expenditures hers dechned but recovered again in 1949
and rose to A new high In 1950,

Ths decline m 1948 and the subsoquent recovery re-
flestad memly the effsct of the tightening on foreign wavel by
Canada. In 1950, Conndians accounted for neady helf of
foreign travel expenditures here, Although the Fupula.lsion of
(Canada is only about one-tenth of the populstion of the
United States, travel expenditures of Canadian residents here
are nbout two-thirds of those of United States residents there.

The {aatrar proximity of the Canndien population centers
to the border and the grenter distances to ba covered by
Canadians traveling in the United States may to sarme extent
explainn the relatively larger expenditures by Canndians in
this counfry. On balance, Canadian enrnings from tourist
traffic were 535 million in 1950 as compared to §115 million
in 1949. Net esrnings of Cannds in 1950 ware not mwel
larger in 1937.

‘Table 4==Estimated Percentope of Forsign-born Amon
Clizene Arriving ot Now York from Europe and the
ranoon Aroa,! 192? end 1430 .
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While United States tourist expenditures abroad approxi-
metely doubled from 1937 to 1950, foreign expenditures

hers in nearly threefold, ard without foreign exchange
restrintiona would have been even higher. TE: war and
tha amerging landamhiﬁ of the United Stntes in the poli-
tical and econcmic field has undoubtedly increased the

| of erulss revobare; exciuds
Eatlertes Inclade s ufmltum;un = arn poy manls Lo Diolted

Bt Bid Foue ER ey travel.
3 Toedpdes sitizons and alsn reldentx af tha Unlied Biotos, ™ of sl Lrevalers
Baded 0 emmnt of Tuathog, and INadunal et oo

Budsd o claba obtadned fom U, 5
¥ ClomhTmed avernees of ¢fipana and adien roalydemis, hased on tbukstiony of quostisitole
¥ Averiga fof ¢itizons coly, hassd on tabal stions: of questionnming ratorns,

. DA availnbbe.
Bourog. U, B, Fqporiment ot ommeros, (iice af Budnses Roonamles.



24 SURVEY OF CURRENT BUSINESS

Roeceipts from Latin American travalers intreased steadily
during the postwer period and reached in 134% and 1950
sbout two-thirds of American sx
iries. Sinco 1337 expenditures of Latin Amoericsps in the
United States increased about fourfold, far more than thosa
of othar areas. Asids from the reasons maintained abova for
the general rize of travel to the United States, tha large in-
crease on the part of Latin Americons reflects undoubted
the improvement in their economic situation dunﬁ [
after the wer. This applies paerticularly to Cuba and hMexico,
which account for 56 percent of all travel expenditures by
Lintin Americans in the United States, Exaluding Mexico,
Lintin American fravalers spent more in the United States
than United States wavelers in Lntin America.

Trovel expenditures by Europeans in the United States in
1850 were only 50 percent above 1937, the iDorease being far
less than the risa in the cost of hv:t;ig. Moreover, these
expenditures hinva been declining steadily since 1947 when

ditures in these cotin-.

Mey 1841

exchangs restrictions greatly tightened both for travel and
for merchandiss purchases in the dollar ares.
Conditions faver increased foreign travel

With incomes in the United Btates higher than last year,
and with congomer etooks of durnbla %:oda inerensed, the
demand for iravel may be expected to behigher in the coming
eenson than kaet year.

Ig_ﬂrolitiml developmenta do not disconrsge tranantlantic
travel, the symewhat higher pesen shipping cuﬁmcity should
fucilitate a further rise in the nwmber going to Europe during
the coming sBeason and to inerease further Buropesn dollar
receipts. sJ:‘ra.':rlal o nesrby areas, which is less affected by
political events, can likewise be expected to rise. However,
the rize of travel to the latter countries ean be expectod—ay
lenst partly—to be offset by increased travel by thair
residents to the United States, stimulsted by their rising
incomea and their very much improved dollar praition.

Accelerated Amortization and Private Facilities Expanston
{ Continsed from p. 18)

to note pome of the aspects of the progrom aa it relates to
Federal reveaucs. Somo notion of the financial "cost” to
the Government may be gathered under certein ann[rlalflﬁmg
assumplions as te the sontinued usefulness of the facilitics
nod the eonrso of Feders! tax rates.

Ii, for example, it 5 nssumed that the facilities wilf con-
tinue to have normal economic value after the emergency,
tha fﬂllmainﬁ celeulations indiente the difforential tax receipts
which would ensue under given emergency aod postemer-
gonoy tox rato structures. The $3.5 b‘lﬂlﬁl‘l nmortizakle
portion of the facilities expnnsion program to date 8 taken
as a starting point. This tends to overstate ihe
revenus reduction to the extent that some loss of cennomie
uzefulness will undanbtedly he involved after the termination
of the amorgency.  On the other hand, such & figure under-
states the tox loss insofar as further smortization approvals
will b geanted. A narmel useful life of 20 yenrs iz psaumed
by way of illustration. .

Besring in mind thess qualifieations, i will bo noted thet
the revenua loss to the (evernment {or benedii ta the owner)
is greater the higher the effective tax rote &1;E];i¢uble te
income carned in the emerpency, and tha lowse postoar
tex rates as compored with those currently in effect or in
prospact. I the 77 percend, o highest, murginel tex braclket
applicable under the present excess groﬁtin tax law, the
revenue loss iz caleaiated to be $1.0 hillion should the
emergency lest the full 5 yeara and the post-cmergen
corporate tox rafea revert to the pre-Eorean terms. Wi
the 62 pereent over-all effective tax limit now in effect,
the compsrable c¢aleulated loss would be somewhat less,
ahout $0.5 billion.

In the event that thero'ia no change in tax rates over the
life of these nssets, thare would be ne direct revenue loss to
the Government, but thers would be & substantial iterest
cost depending on the avernge rate of interest paid by the
Govarnment and the average langth of time ovar which tax
payments are postponed through amortization.

Sevoral importont gualifications should be smphasizad
in svoluating the revenue “cost” aspact of the arortization
program, In the first place, in the absence of this program,
alternative methods of financing soma of the mquim:ﬁnd]i-
fies, including possibly direct Federal catdays, would un-
dnu'btadly ba neceseary.

Mayeover, revenun coste o the Government of anch n

grem cay hoardly be evelunted without information on
1ta cffects on pricing and renegotiation policies. It may ba
aoted the current provisions corry forward the World Wor
IO polisies of ollowing the amortization daduction in the
renegotistion of emerpency profita. Te the extent that un-
useally rapid loss of sconomic value is inewmrred, sweh o
practics is, of courss, necessary in order to ingura reeovery
of cosbof facilities. However, to the extent that post-defense
vialuez are relatively well muintsined, this procedure tends
to anhance the advantages to businssse: in making use of
the smortization progrom.

In general it must be recognised that o full svaluation of
the rapid mmortizntion program can only be maode in the
light of the %aneml environment in which tha tplnn cperates
;-nt_hmi- than by considering aeparate aspects of the program
in jsoiation,

Recent Trende in Retail Trade
{Continued from p. 18)

To some extent the ourrently less favorebls showing of
the Morth Central States reflects the grester emphasia at
presend on Ghe incressed uillization of mvh.t;ﬁ capucity os
woll a2 ths reopening of stendby plants and the conversion
of eatablishments previously mﬂl in civilian production,
The fragmentary dote & a on_differantinl impacis
by store mige indierte that hers too the mobilization pro-

ia making itsekf falt anly slowly. The indieations ara

at the smallar stores benefitod more than the larger from
the incronss in retedl sales in 1950, and this is the vseol =itun-
tion in a period of rising economic activity. Howaver, the
evidence scams to show that the advan of the smail
estnhlishments was just a8 preat in the firat half of the year

n2 in the poried following Korsn.

Some further light i= cast by & comparison of chain and
independent store seies (chart & on m 19). In most lines
of teade, the relative importanes of wa groups of stores
has altered very little since the Srst half of 1950. This is
remimiscent of the period befors our entry inte World Wor
II, where sig:niﬁﬂnnt inroads were made by hdependents

on the ehains’ relative standing only after Pearl Hurbor.

S_cn_:nasﬁmﬁcmuemuxat  to the small increase in the
position _grocal?f chaims, which may be nssociated with
the rapid rise in fo

r od prices. Under food rationing durjnﬁ
the wor, with price considerations sccondary, grocery o we
88 other types of chains lost ground to independents.




